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SELECT COMMITTEE ON CALIFORNIA PORTS
Informational Hearing on the Ports of Los Angeles and Long Beach

OPENING STATEMENT
Assemblyman Steven T. Kuykendall, Chair

Welcome and thank you for coming to the first hearing of the Assembly
Select Committee on California ports. My name is Steve Kuykendall, and I am the
chairman of the committee.
The Speaker of the Assembly chose to create this committee because he
realized the importance of ports to California. As the representative of the number
one and two ports in the nation, I am very pleased he chose to do so. I have found
it interesting that so little is known in Sacramento about the significance of
California's ports, not just to their respective region, but to every person in. this
State: What we as legislators do in the capitol impacts the ports just like any other
competitive business, and sometimes I feel, frankly, that th'is fact is often
forgotten.
While our committee concerns all of the ports in California, this hearing will
focus on the ports of Long Beach and Los Angeles. These two ports represent
about 86% of California's ocean-going trade. They are the largest ports, not only
in Cal_ifornia, but also in the United States. I plan on holding a hearing in northern
California to discuss the ports in that region at a later time.
All of the property on which the ports of Long Beach and Los Angeles are
built is within the state's tidelands and is therefore public land. By law they must
hold their property in trust for all of the people of California, not just the people of
Long Beach and Los Angeles. California's tideland law enacted in the 1850's
mandates that all revenue generated on state-owned tidelands property be used to
maintain and improve commerce, navigation, fisheries, and recreation for public
good. The Ports of Long Beach and Los Angeles therefore invest their revenues in
port improvements which provide economic benefits to all Californians.
The Ports of Long Beach and Los Angeles are built on state lands, however,
they are run by their respective cities. It is important to note that the ports are not
supported by any tax revenue. Instead, the ports act as a landlord and land
developer, developing and renting cargo terminals to shipping lines and using its
lease revenues to finance further improvements.
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The key component that makes these two ports successful is competition.
Long Beach and Los Angeles ports were rooted in competition -- they were built by
bitter civic rivals. Competition is vital in the trade industry and has helped turn San
Pedro Bay into the nation's busiest port complex. The shippers with whom the
ports deal are international businesses. They don't have any loyalty to any city or
port. They want service and facilities or they take their business elsewhere. This
is what drives the ports to run as efficiently as possible.
The purpose of today's informational hearing is to allow the members of this
committee to learn more about these ports and their significance to California's
economy. The executive directors of both ports will each be making a
presentation. They will cover the growth the ports have experienced over the last
several years, give us an update on current development projects, and an estimate
of where they see growth coming from in the next ten years. In order to get a
complete picture of what goes on at the ports, I have asked one representative
from each affiliated operation to address the committee and explain the role they
fill.
At this time I would like to address the rules for the meeting. Please allow
each speaker on the agenda to give their full presentation. After each individual
has finished, questions may be asked by the members of the committee. Public
comments will be heard after the speakers have given their presentation, and we
will adjourn at 1 :00 p.m.
If the members don't have any questions at this time, I would like to ask Mr.
Eze Burts, the Executive Director of the Port of Los Angeles to come to the podium
and begin.
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REMARKS BY EZUNIAL BURTS
ASSEMBLY SELECT COMMITTEE
ON CALIFORNIA PORTS
FRIDAY, JUNE 21, 1996

Chairman Kuykendall . . .

Honorable Committee members

Ladies and Gentlemen . . .

Thank you for the opportunity to discuss the Port of Los Angeles.

We

at

the

Port

of

Los

Angeles

are

accomplished in the last five years.

proud

of

what

we

have

We are in the midst of

incredible construction activity as we prepare for the challenges
and opportunities of the future.

In the more than 12 years that I have been Executive Director at
the

Port of Los Angeles,

changed dramatically.

the Port and maritime

industry have
then

In 1984, the Port of Los Angeles

ranked 8th in the nation

moved 45.1 million revenue tons of

cargo and 1.04 million TEU's (20-foot equivalent units, maritime
terminology used when counting containers).

In fiscal 1995, we

moved 74.7 million revenue tons and the container throughput was
2. 64 million.

That's substantial growth.

Revenue tons grew by

66%, and containerized cargo grew by 154%.

And during the same period, cargo value grew by 277%.

This was

particularly important because the rest of the State of California
was in an economic downturn for almost half of that period.
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Now, I'd like to explain the basics of the environment in which the
Port of Los Angeles operates.

The Port is an independent, self-

supporting department of the City of Los Angeles.

The Port is

under the control of a five-member Board of .Harbor Commissioners
appointed by the Mayor and approved by the City Council.

We

operate the Port under the State of California Tidelands Trust Act.
The Port is granted control of tidelands, and all monies arising
out of the operations of the Port are used for commerce, navigation
and fishery.
plan,

The Port prepares and controls its own !'inancial

administers

and

controls

its

fiscal

activities

and

is

purposes

of

responsible for all Port construction and operations.

The

Port

assigning

operates
or

as

leasing

principal
Port

landlord

facilities

principal source of revenue is

from

for

and

the

land

areas.

Our

shipping services such as

dockage and wharfage as determined by tariff.

Other income is

derived from rental of land and facilities, oil royalties and other
fees.

Capital construction is financed from operations, bonded debt and
loans

~ecured

by

future

operations of the Port

revenues

and

Federal

grants.

facilities

and

regular maintenance

performed by the Port's permanent work force of 680.

Daily
are

Generally,

major maintenance and new construction projects are assigned to
commercial contractors.
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Operations of the Port are financed in a manner similar to that of
a private business.
services

and

The Port recovers its costs of providing

improvements

through

tariff

charges

for

shipping

services and the leasing of facilities to Port customers.

We are officially the Harbor Department of the City of Los Angeles.
We

are

also

known

simply

as

the

internationally as WORLDPORT LA.

Port

of

Los

Angeles

or

The Port covers approximately

7500 acres of land and water and has 28 miles of waterfront.

We

pride ourselves in being a diverse port.

Within this environment, the Port of Los Angeles has prospered and
grown, particularly during the past five years while the local and
California economies have been depressed.

In 1991, the Port moved 2.06 million TEU's and in 1995 2.64 million
TEU's.
this

There are major ports in

That's a difference of 580,000.
country

Baltimore,

which

Honolulu,

don't
New

move

the

Orleans,

difference
Portland

OR,

including
Boston

and

Philadelphia.

The San Pedro Bay ports are blessed by a location on the Pacific
Rim,

by a

quality infrastructure,

by a

strong workforce,

by a

region which has a massive consumer population and by a willingness
to work together to improve the infrastructure to meet growth needs
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and improvements in transportation and air quality.

Location

has

not

been

the

only

reason

for

our

growth.

A

recognition that containerization was going to be the future in
international
important

trade

was

was

committing

important
the

time,

in

the

early

manpower

and

1980s.

Most

materials

to

reconfigure and develop port facilities to handle the ships which
have been and are getting bigger, and the containerized cargo they ·
carry.

That required eliminating the old finger piers and making

long, reinforced piers, creating new terminal layouts, and dredging
the harbor.

Meeting future needs is a continuing challenge for all

of us in the business of international trade.

Particularly when 8

to 10 years is considered "fast-tracking" through the permitting
processes.

Ninety-five
by ship.

percent of all international trade to the

u.s.

Much of our trade is with Pacific Rim countries:

comes
Japan,

Korea, China, Southeast Asia, Australia/New Zealand and the west
side of South America.

In terms of the value of goods coming through the Port, about 65%
of our trade is currently with Japan,
Korea.

Taiwan,

China and South

In 1991, the top four trading partners were Japan (38.1

percent), Taiwan (17.0 percent), South Korea (9.3 percent), China
(6.9 percent) and Hong Kong (4.6 per cent).
-6-

By 1995 the mix had

changed and the Port's leading trading partners were Japan (32.0
percent), Taiwan (17.2 percent), China (13.7 percent), South Korean
(4.8 percent) and Thailand (4.2 percent).

currently, the Port of L.A.'s top imports include iron, petroleum

oils, bananas and motor vehicle parts.

Our top exports include

coal, petroleum coke, waste paper, and iron and steel scrap.

We

are a diverse port, and in addition to the 2.5 million containers
we h9-ndle, we also move automobiles, heavy equipment, coal ·, liquid
bulk and even passengers.

In fact, the Port of Los Angeles is the

number one cr.uise port on the West Coast and fourth largest in the
nation.

Our diversity also includes serving agricultural needs, commercial
fishing interests and the community at large.

And, we are the only

port in the nation with its own public beach.

We are proud of our

environmental record and the fact that we have one of the cleanest
harbors

in the

world.

The

giant

testimony to our water quality.

kelp

beds

in

the

port

are

This giant kelp only grows in

clear water.

One of the reasons shippers choose the Port of Los Angeles is its
efficient transportation system.

In the Los Angeles area, cargo

can move rapidly by road, rail or air.
extremely critical to shippers as
-7-

Speed and efficiency are

idle hours mean hundreds of

thousands of lost dollars.

We can typically move goods from the port to say, Chicago, in three
days.

If a ship comes into Port at 8 a.m. on a Sunday, the cargo

can be offloaded from the ship and onto a train by 9 p.m. the same
day.

The train would then arrive in Chicago by late Tuesday.

Another reason

shippers

excellent facilities.

chose the

Port of

Los Angeles

is

its

We have 29 major cargo terminals, including

six container terminals.

We are constantly upgrading and improving

so that we can offer our customers the most efficient facilities
available anywhere.
West Coast ports.

And, we can remain competitive with the other
Five of the top 10 containerports in the nation

are on the West Coast -- Long Beach, Los Angeles, Oakland, Seattle
and Tacoma.

The same five ports are among the top 10 ports in our

country in terms of cargo value -- with Los Angeles on top.

We are in an extremely competitive business, and keeping our market
share is absolutely key to our success.
considered discretionary.

Half of our cargo is

That cargo does not have to come into

this country through Los Angeles, or any other California port for
that matter.

It could just as easily move through the Pacific

Northwest ports of Seattle and Tacoma.
business so tough.

That's what makes this

Our challenge is to be competitive to keep the

cargo and the jobs associated with it in this state.
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Much of the development we are doing now will have dramatic impacts
on our future.

The projects which we have talked about -- and

strategically planned -- for many years are off the drawing boards
and are now being built.

We are in the middle of a $600 million

capital development program -- the Pier 300/400 Implementation
Program.

We are building the largest container terminal in the

u.s.

and are

in the midst of the largest dredging project in the history of our
.

country.
and

have

.

We are spending about $1 million a day on these projects,
been

for

several

construction workers are on the job.
electricity

for

the

Every

months.

dredging

as

an

day,

about

1000

And, because we are using
environmental

mitigation

element, we are currently the largest commercial customer of the
City's Department of Water and Power.

The terminal we are building for the American President Lines will
be about 240 acres on Pier 300.

This new terminal is scheduled for

completion early in 1997 and is double the size of their existing
facility in San Pedro.

It will serve as APL's southern gateway for

intermodal cargo moving to and from the U.S.

interior and the

Eastern Seaboard, and to and from Mexico.

The facility will include a 4000-foot wharf -- that's about 13
football fields lying end to end.
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The facility will include 28

acres for intermodal rail facilities.

During this project's peak

year of construction, more than 1900 direct and secondary jobs will
be created within Southern California.

This new terminal will

provide a new level of service excellence for both our customers as
well

as

importers

and

exporters

across

the United States

and

Mexico.

The

$150

million

cornerstone

of

dredging

project,

our expansion

now

program.

about
The

midway,

Port's

is

the

last major

dredging project was completed in 1983 and was the first deepening
of the

prin~ipal

waterways in 55 years.

At this time the Main

Channel was deepened from -35 feet to -45 feet.

That dredging

project greatly enhanced the Port's capabilities by giving access
for the first time to about one-third of the world's existing
containerships.

These container ships could not use the harbor at

its previous depth.

The material that was dredged was then used to

create 180 acres at Pier 300, continuing the tradition of building
land at this man-made port.

Now we are dredging 30 million cubic yards of material that will
produce water depths of -45 to -63 feet.

This will accommodate

deep-draft containerships and dry bulk vessels.
last time,

As was done the

the dredged material is being contained behind rock

dikes, creating a 265-acre portion of a new land mass called Pier
400.

Pier

400

will

become
-10-

available

for

future

terminal

development.

Construction occurs 24 hours a day,

seven days a

week.

The Los Angeles Export Terminal is underway on Terminal Island,
involving a unique partnership of 38 partners from Japan and this
country.

The 120-acre dry bulk facility will be state-of-the-art

and contribute to balancing trade with Pacific Rim countries.
its

first

phase,

the

export

facility

is

expected

to

In

handle

approximately 10 million ton per year of high-grade steam coal and
petroleum coke from the western U.S.
Taiwan

and

Korea.

Those

three

It will be exported to Japan,
nations

represent

significant growth markets for coal in the world.
two decades,

the

only

Over the next

their demand for coal in the world is expected to

increase by 260 percent.

Completion of the dry bulk terminal is

scheduled for the summer of 1997.

Another vital element of our capital development is the Alameda
Corridor -- which we look at as the transportation extension of the
San Pedro Bay ports to the rest of our state and nation.
Alameda

Corridor

is

considered

to

be

the

foremost

The

national

infrastructure improvement project of the decade with positive
economic and environmental impacts on all levels.

Once cargo is

received at a port, the job is only partially completed.

The cargo

must get to its ultimate destination rapidly and efficiently.

The

Alameda Corridor is the infrastructure project to move the cargo by
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truck and train to these multi tude of destinations.

This

is

another major undertaking, involving a cost of about $1.8 billion
and the cooperation of many, many partners in southern California
to see it completed.

The

It will create some 10,000 construction jobs.

leadership of Assemblymembers

Escutia have been very

Steve

Kuykendall

and Martha

important to the Corridor,

as has the

support members of both houses of the California Legislative,

We

are very appreciative of the support we receive from each of you,
and all of the many elected officials who support this corridor of
national significance.

We look forward to this committee, with its

special focus, will also carry the banner for the Alameda Corridor.

In

a

nutshell,

the

Alameda

Corridor

project

is

accommodate projected increases in cargo traffic.

designed

to

It will create

a dedicated 20-mile rail and truck route directly connecting the
Ports

of

Los

Angeles

and

Long

Beach

to

major

downtown

rail

facilities.

Business, local communities and our environment will benefit from
this project -- which began last October and will 'be conducted in
phases.

Business will benefit from the corridor's unmatched speed,

efficiency and reliability.

Local communities will benefit from

congestion

relief

volume

corridor.

Pollution of air and noise emissions will decrease

as

great
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of

cargo

moves

along

the

through increased use of modern trains on the corridor and through
traffic on the roadways.

The anticipated completion date for the

entire project is the year 2001.

An indication of the magnitude of the Alameda Corridor is its
numerous

grade

historically
separations

separations.

only

been

in the

able

state

to

Comparatively,

Cal trans

construct

or

in one year.

one

two

The Alameda

has
grade

Corridor

includes 34 within s . years.

This is what we are doing today to meet and be prepared for the
demands of the future.

We are not

creating the increase

responding to it.

in cargo

expected:

we

are

Independent studies predict that the population

in Los Angeles in 2010 will be six million more people than now.
That means that in 2010 there will be about 20 million people in
L.A.

That was the population of the entire state in 1970.

And what do we expect that future to be for the Port of Los
Angeles?

We are expecting continuing growth in throughput.

We are

expecting growth in revenue tons at about a 5.6% a year rate over
the next 10 years.

Also according to the WEFA Group

(Wharton

Econometric Forecqsting Associates), we expect the growth in cargo
to come from Japan {20.8 million metric tons), all countries in
-13-

Latin America (11.1 mmt), Taiwan (9.9 mmt), the ASEAN countries
(Malaysia, Thailand, Indonesia and Philippines)
(7.0 mmt) and China (4.9 mmt).

(9.5 mmt), Korea

In addition, trade with Mexico and

the other nations on the West Coast of Central and South America
should increase as new markets open and mature with the development
and expansion of trade and commerce in these areas.

Since virtually anything

can be placed

in containers

--

from

refrigerated fruit from South America, frozen meat from Australia
and New Zealand,

to

clothing and

automobile parts

from

Asian

countries -- we expect containerized cargo to continue to grow in
throughput.

We expect an annual growth rate of about 4% over the

next 10 years in containerized cargo.

We expect an annual growth

rate of about 12.8% in the value of the cargo over the same period
at the Port of Los Angeles.

And in the next decade, we expect that the competition will grow
stronger as new facilities are being built in Oregon, Washington,
British Columbia, Canada, and in Mexico.

To meet that competition

we must take reasonable risks and have a responsible vision of and
for the future.

To do otherwise will .mean that others will take

from our region the jobs and benefits which international trade
brings through the Port of Los Angeles.

Some people might ask,

"Why can't the cargo just go elsewhere?"
-14-

The fact is that the cargo can easily go elsewhere.
big concern.

If the cargo goes

elsewhere,

the

revenues that are associated with it go as well.
jobs -- lots of jobs.

And that's a
jobs

and the

Our cargo means

On a regional basis, nearly 250,000 people

are directly employed in some aspect of cargo movement through the
Port.

That represents

California.

one

out

of

every

27

jobs

in Southern

In addition, one out of every $23 in income generated

in the Southland is attributed to Port-related activities.

It's

our job at the Port of Los Angeles to assure that the cargo moves
through this harbor for the benefit of the entire region.

We are

in an extremely competitive business, and staying competitive is
absolutely the key to our success.

And I

the Port makes this

economic impact without tax support because we generate our own
revenues.

We must continue to work hard to be successful at the Port of Los
Angeles -- we look at new opportunities with open arms -- we look
at the way we do things now with questions on how we can do it
better.

While we are proud of our record of accomplishment over

the last decade, we know that we are constantly being challenged
and we must continue to be prepared, willing and proficient in
looking at and meeting tomorrow's challenges.

I'm excited about the Port of Los Angeles and all of the positive
things we are doing -- activities which will benefit people in many
-15-

ways . . .

from jobs to materials they need to do business, live

and play in our state and region.

Thank you for the opportunity to share this information with you.

#

drm
a:lk960607.asc
leg. comments
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Briefing For Assembly
Select Committee on California Ports
Presented by Richard D. Steinke
Deputy Executive Director
Port of Long Beach
June 21, 1996

If you were to fly above San Pedro Bay, this ·is how the
Port of Long Beach and its neighboring Port of Los Angeles
would look from about 20,000 feet.
of about 2,300 acres.

Today, Long Beach consists

Los Angeles has 3,100 acres.

And the

only thing separating the two ports at the moment is the naval
property on Terminal Island.

Moving closer to the ground, this is how the port looks
on a typically busy day.

Last year, more than 5,000 ships

called in Long Beach, carrying cargo valued at more than 70
billion dollars.

Trade through the Port of Long Beach is soaring.
Containerized cargo is showing particularly impressive gains.
Last year, container trade grew by 10 and a half percent.
During the past two years, it has grown by 36 percent.

And

during the past five years, it has soared by a whopping 60
percent--and the end is not in sight.

In 1996, we are

anticipating 12 percent growth in container trade and expect
our container counts to surpass the three-million mark.
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Today, Long Beach is the largest container port in the
United States.

In 1995, we moved a total of 2.8 million cargo

containers across our wharves.

Independently, we rank seventh

in the world, between Hamburg and Yokohama.

When combined,

however, the Ports of Long Beach and Los Angeles rank third in
the world behind only the ports of Hong Kong and Singapore,
which serve as hubs for all of Asia.

Why are we so successful?
role in our success.

Our.location plays a major

Today, more than 80 percent of all trade

passing through Long Beach is passing to or from Asia, with
the volume of trade with our top five trading partners, alone,
exceeding 16 million tons and the value exceeding $50 billion
dollars.

We have been particularly impacted by escalating trade
with markets in China and Southeast Asia.

Today, Long Beach

moves one-fourth of all cargo that flows between the United
States and the Peoples Republic of China.

Long Beach is the

home to China Ocean Shipping Company and many of the other
shipping lines which have direct service to China.

The introduction of mammoth vessels is yet another reason
for our soaring success.
competitive business.

Ocean shipping is a highly

To take advantage of economies of

scale, steamship lines are building bigger and bigger ships.
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These giants of the trade carry 4,000 to 6,000 containers on a
single voyage and travel at speeds up to 26 knots.

The vessels are fast and efficient.

But they are so

large, that many can no longer pass through the Panama Canal.
Even if vessels could pass through the canal, it would take
eight additional days to get cargo to the East Coast by water
than it does by taking a landbridge via train across the
United States.

As a result, cargo moving between Asia and anywhere in
the United States is

bei~g

loaded and unloaded· on the West

Coast - and Southern California is moving the lion's share of
that trade.

Half of our cargo is moving by truck to or from

the 17 million residents of Southern California and to
residents in the western region of the United States.

The

other half moves via train to and from markets in the Midwest,
Gulf Coast, and Eastern Seaboard.

Booming trade through the Port of Long Beach means jobs
for Southern Californians--whether they are handling cargo on
the docks, transporting it to its destination, manufacturing
it, growing it, or merely selling an imported product.
Today, 260,000 direct or indirect jobs in a five-county region
can be linked to trade through the Port of Long Beach.
year 2020, those numbers are expected to nearly triple.
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By the

While booming trade has been good for the regional
economy, it is presenting some real challenges for the Port of
Long Beach.

Terminals opened just three years ago are already

bursting at the seams.

Between 1994 and the end of this decade, the port will
commit more than two billion dollars to land acquisitions,
terminal improvements, infrastructure projects and other
capital improvements designed to accommodate our tremendous
growth.

We've purchased 725 acres of land in the North Harbor
area for development as container terminals.

This land,

formerly used for oil production, is being cleaned up and
reused.

The parcel in the foreground will be turned into a

170-acre container terminal for Hanjin Shipping Company of
South Korea by mid-1997.

Hanjin opened its current Long Beach terminal in 1991.
Container traffic through that terminal has increased by more
than 200 percent in just five years.

Hanjin's new terminal,

now under construction, will cost more than $200 million to
build and will be able to simultaneously handle three huge
containerships and two dockside trains.
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By the end of this decade, we also plan to develop a 140acre parcel south of Cerritos Channel on Terminal Island.

Approximately, 130 acres of land, which was formerly used
for the Long Beach Naval Station, and the 120-acre breakwater
known as the Navy Mole, is currently being transferred to the
port.

That land is slated to be under the control of the port

by late summer.

The Mole will be used for various functions including
fueling and tug boat berths.

The Boeing Company also plans to

locate its Sea-Launch facility . here.

We have entered into an agreement with China Ocean
Shipping Company to construct a 130-acre container terminal on
the Terminal Island land formerly used for the Long Beach
Naval Station.

The access to the Mole will be used to put

together trains serving the container terminal.

And the

terminal will eventually be expanded to 270 acres through a
phased development.

The COSCO expansion is part of the port's reuse plan for
the Long Beach Naval Shipyard and Supply Center.

Our proposal

calls for 180 acres of development for additional container
handling, a 36-acre liquid bulk facility for ARCO, 15 acres
for other cargoes and a ship repair facility.
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Eventually, we plan to add 300 acres of landfill inside
the Navy Mole.

We are currently working with state and

federal agencies to obtain the credits that we need for this
project.

By the early part of the next century, the Port of Long
Beach will look like this, with at least four new container
terminals and expansions at several of our existing sites.

New terminals are expensive, but they are good for the
regional economy for they produce thousands of jobs.

A

typical container terminal project generates 3,000
construction related jobs.

Wages from those jobs amount to

more than $80 million dollars.

Terminals are not the only construction projects underway
at the port.

As trade escalates through Long Beach, we are

bringing more trains to our docks to speed the delivery of the
cargo and to remove unnecessary trucks from our freeways.

Yet

the concept of on-dock rail creates challenges in itself, as
an increasing number of trains travel to and from our docks.

Today, the port is spending 18 million dollars to run
five miles of parallel rail track throughout the harbor so
that ·trains can flow to and from the docks at the same time.
Another 150 million dollars are being spent to build a series
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of six overpasses at intersections so that vehicles .can cross
above the railroad tracks without delays.

Three of these

projects--such as the one shown here--have been completed, and
another three are underway.

All are expected to be completed

by 1998.

Like container terminals, roadway projects generate jobs.
Each roadway project generates some 500 jobs and some 14
million dollars in wages.

The ultimate infrastructure project remains the Alameda
Corridor.

Train traffic through the port has quadrupled

during the last four years.

Within 15 years, the volume of

cargo passing through the Ports of Long Beach and Los Angeles
is expected to double.

At least half of that cargo will move

by train throughout the United States, significantly
increasing the number of trains moving to and from our port.

The Alameda Corridor will carry cargo between the Ports
of Long Beach and Los Angeles and the railyards located just
outside of downtown Los Angeles.

Trains will be rerouted from

the existing Union Pacific and Santa Fe routes, which run
through residential areas in Long Beach and Los Angeles.
Instead, the trains will run along a double-tracked route
along Alameda Street, which is bordered primarily by
commercial and industrial development.
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The Port of Long Beach is now handling 100 trains per
week.

By the early part of the next decade, train traffic to

and from the two ports is expected to increase to 100 trains
per day.

The trains will travel along this double track

route, at speeds up to forty miles an hour--more than twice as
fast as trains currently move along conventional tracks in
Southern California.

The planned corridor also will separate vehicles from the
trains that will pass below, thereby reducing traffic delays.

The ports have purchased rights-of-way for the project
from the railroads, and all three railroads serving the ports
have agreed to use the corridor when it is completed.

The total cost of the project is $1.8 billion.
$400 million have been committed by the ports.

More than

We also have

received commitments of more than $80 million from the
Metropolitan Transportation Authority and from state
transportation funds.

Another $45 million have been committed

from the Intermodal Surface Transportation Efficiency Act
funding.

The ports and railroads have agreed to retire more

than $600 million in revenue bonds, which will be issued to
finance the construction.

We also hope to receive a $400

million loan from the federal government.
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The loan has been

proposed by President Clinton in his budget recommendation to
Congress, and approved by the House Transportation Committee.

When completed, the Alameda Corridor will reduce
congestion by eliminating delays at intersections where train
tracks now cross streets.

The Corridor will improve air

quality, by allowing trains to run more efficiently.

The

Corridor also will generate some 10,000 construction jobs for
the region, allowing for expanded trade which will have an
even greater impact on the economy in the future.

Before I close today, there is one other ·area I would
like to address--that is the balance of trade.

A decade ago,

when we talked about trade through Long Beach, more than 75
percent of that trade was moving into the port from foreign
countries, with less than 25 percent moving from the United
States abroad.

During the last five years, however, we have witnessed a
surge in export activity, as the volume of exports has nearly
doubled, and the value has increased by nearly 60 percent.
Containerized exports are growing at a rate four times as fast
as containerized imports, as manufactured products, such as
electronics, machinery and medical equipment move to
developing nations abroad.
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Even our Toyota terminal is now exporting more than
25,000 right-hand-drive autos per year through Long Beach,
making Long Beach the primary export center for Toyota in the
United States.
in Kentucky.

Today, Toyota exports Camrys and Avalons made
They also have entered into a joint venture with

General Motors, and now export Chevrolet Cavaliers to Toyota
dealers in Tokyo.

Twenty years ago, the port received the President's "E
and E" Award for excellence in exporting.

Today, we continue

to promote exports through our sponsorship of an Export
Development Office within the Greater Los Angeles World Trade
Center Association.

This office works in conjunction with the

Small Business Development Center, The U.S. Export Import Bank
and the United States Export Assistance Center to teach
businesses how to enter the global marketplace.

We also

sponsor classes through California State University to teach
local businesses the ins and outs of exporting.

As the United States economy continues to improve, the
port is working hard to ensure that international trade acts
as a catalyst for economic growth for California and the
entire nation.

a:as811mbly . spk
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PRESENTATION FOR
SELECf COMMIITEE ON CALIFORNIA PORTS
DSL Transportation Services Inc. owns and operates a 28 acre facility in South Gate,
which is roughly 16 miles from here, right off of the 710 Freeway.

This facility is fully Customs bonded and employs some 250 office staff and 500 to 600
dock workers. This is our main distribution facility in the United States and consists of a
manual crossdock 865 feet long by 80 feet wide with 143 truck doors along with a new
$20 million dollar automated distnl>ution facility that uses bar-code technology to handle
some 10,000 cartons per hour.
Our company's vertically integrated logistics network offers freight consolidation, cargo
management, ocean, air and land transportation, forwarding, warehousing, and other
distribution services. Our primary focus is on the retail industry, both direct retail
importers and wholesale importers who support the retail industry.
Our services as a logistics provider really start in our overseas offices. We receive details
of our accounts Purchase Orders electronically. Our overseas staff monitors that Purchase
Orders to ensure shipments are made within the earliest and latest ship dates on the PO.
We also communicate with the importer when cargo is booked by the vendor to ship and
then again when it is on board a vessel. We then collect all of the required commercial
documents from the vendors and courier them to the importers customs broker here in the
US.
Of equal importance to the importer is the data that we input at the origin port and
transmit. This data contains all of the details about the shipment, from vessel/voyage to
details on the individual Purchase Orders inside each ocean container. Today's Importer is
extremely dependent on the flow of accurate and timely data in order to accurately
manage their inventories.
Once the data is transmitted to the importer's office it is than processed and distributed to
the Merchandising Department. There the Buyer, based on the latest sales data from the
individual stores, distributes the contents among the importers' regional Distribution
Centers.
This "last minute" distribution process allows the decision on where to send the imported
goods to be made much closer to the point of sale. It sends goods to the stores where the
item is selling and in demand. This process not only increases sales revenue for the store
but also decreases back hauls and unnecessary handling due to merchandise needing to be
transferred around the country.

Once the vessel arrives here we begin processing the distribution instructions and our
availability department begins tracking the containers. We communicate with each ocean
terminal, where we have freight, electronically or verbally 3 times each day checking on
the status of containers. We check for the container physically being off the ship and in a
location for pick up as well as for U.S. Customs release.
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When a container has been distributed by the customer, released by Customs, and made
available for physical pick up by the ocean terminal, it then becomes what we call
'Workable" and the container information is then passed to our Dispatch Department
where it is then scheduled for pick up.
Several factors impact the decision as to which containers get pulled at what times. The
basic order is, first, any ''Hot" containers that have ad merchandise or that the customer
has requested be expedited. Then comes any containers that have been slow to clear
customs and are past their last .free day at the pier. After that the general order is simply
the oldest containers first. Since we operate 24 hours a day, 7 days a week, we always try
to gear our container dispatches around any and all night and weekend gates offered by
the ocean terminals. Using these gates greatly helps us to maintain a steady flow through
our yard while keeping up a high level of production.
Once the containers are in our yard they are set up and worked. The freight goes directly
from the ocean containers across our dock and into the designated outbound truck or rail
trailers according to the customers distribution instructions. U: for instance, the customer
has 7 regional Distribution Centers around the country then the contents of a single ocean
container will generally be distributed into 7 outboWld trailers. The imp01t freight in the
trailers is also often coloaded \\ith locally produced domestic freight, which benefits both
the import customer and the iocal supplier by lowering the inland cost for both parties.
When an outbound trailer is loaded and closed, a detailed trailer manifest is prepared by
our staff. That information is then electronically sent to our customers main office as well
as to the individual Distribution Center. That information is used to receive the cargo into
the customers inventory system as well as to begin the process of distributing the goods to
the individual stores that are serviced by that regional Distribution Center.
The above is a very brief oveni.e\v of what we do in terms providing logistics services for
our customers. And we believe that there is tremendous room for growth for this type of
work as well as a real opportunity to position Southern California as a premier
International Logistics base. With our geographic position and all weather ports, we are a
natural distribution point for goods entering, and leaving, the countly. Southern California
is also a natural place to do assembly type work with parts coming from the Pacific Rim.
or to assemble goods for export with components coming from other parts of the country.

In today's global economic structure, we must begin now to firmly establish our ports, and
our region, as a global competitor for international trade. We must utilize all of our assets;
our all weather ports, our extensive freeway system, our industrial infrastructure, as well
as our diverse work force. l11e work of this select committee can certainly help in getting
us all moving in the right direction.

Thank You
Philip Clarke Jr
DSL Transportation Services Inc.
5011 Firestone Pl
South Gate, Ca 90280
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Mr. Chairman, members of the committee and distinguished guests, welcome to Long Beach. We
are pleased that you are here seeking more information about the ports of Los Angeles and Long
Beach. As I and my colleagues in other segments of the importing community explain our function, I hope you will come away with a clear perspective on the importance of world trade and the
critical role that the ports play.
Each of us from private industry will be explaining our role in world trade logistics. I am envious
ofthe others testifying because you probably have at least a vague idea of their firms' function.
When it comes to Customs brokers, most of you probably do not have the vaguest idea of a Customs broker's function. Our work as a freight forwarder might sound more familiar to you. I hope
to shed some light on both subjects for you in the next five minutes.

Travel agents for cargo
It might help to think of us as travel agents, but for cargo instead of people. We are a service industry that provides critical assistance to the movement of our clients' goods. As Customs brokers, we perform this work on freight being imported into the United States. As freight forwarders,
we assist in the movement of export shipments from the United States to all parts of the world.
We locate and book space on vessels for our clients, both for import and export shipments. We
provide advice on the movement of the freight throughout its journey. We advise the proper procedures for entry with U. S. Customs and handle all facets of making the goods available for delivery. Tills includes classifying the goods for duty assessment, declaring-proper value to Customs
for duty calculation, and'ensuring that the importer adheres to Customs regulations.

The Import Process
Through extreme oversimplification, we can break the import process down to roughly four steps·.
First, and by far the most difficult and time consuming, is clearance through U. S. Customs. Second, although closely intertwined with Customs clearance, is clearance through other regulatory
agencies. Next, we must secure release from the importing carrier. Finally, we arrange for delivery of the goods to the final destination.

Clearance through U. S. Customs
On behalf of the importer, we declare to Customs the nature and value of the goods in the shipment. We submit the invoice covering the purchase of the goods-a bill of sale from the foreign
supplier to the importer-to Customs, on which we note a calculation of proper dutiable value and
the classification according to the Harmonized Tariff Schedule of the U. S. Tills classification determines the rate of duty that will be assessed.
Entry is a two stage process, beginning with the declaration and preliminary entry allowing for release of the goods to the importer. The final entry summary, with complete duty calculation and
payment, takes place about two weeks later. We transmit all details in these processes to Customs
electronically and the Customs computer system makes an electronic determination to release or
examine the shipment.

In addition to the electronic filing and release procedures, we must issue paper documentation for
Customs on most shipments. The filing of these documents and delivery of signed authorizations is
still required for the vast majority of shipments, although "paperless" entries are becoming more
commonplace. We use our own messengers for personal delivery of paperwork; on every entry we
will hand deliver paperwork to at least six destinations over a two week period.
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Clearance through other agencies
Customs is obligated to administer the laws of over a dozen other regulatory agencies. These include the Food & Drug Administration, the Department of Agriculture, the Federal Communications Commission, the Envirorunental Protection Agency, the Fish & Wildlife Service and so on.
FDA creates the biggest additional workload because so many products are potentially regulated
by FDA. Half of the Customs entries filed in the U. S. involve products regulated by another Government agency.
We must obtain release from these other regulatory agencies before we can file our Customs entry.
Fortunately, many ofthese agencies have an electronic interface with Customs. We include data
elements in our entry transmissions necessary for the release by the other agencies. After analysis
of our entry, when the other agency involved approves release, Customs can act on our entry to
release the goods.

Release from importing carrier
While we are working on the Customs release, we also arrange for release from the importing carrier. The carrier will only release the shipment if it receives payment for its freight charges, together with evidence of the right to take delivery, and if Customs authorizes release.
Evidence of the right to take delivery is usually established by surrendering an_original bill of lading covering the shipment. A properly endorsed original bill of lading establishes ownership of the
goods and the right to take delivery.
If money is still due to the carrier for its services, we will pay those chaiges when we surrender the
bill of lading. Finally, when Customs releases the shipment, the carrier will receive an electronic
release directly from Customs, allowing it to release the shipment for delivery.

Delivery to ultimate consignee
While we are obtaining release ofthe goods from Customs and the importing carrier, we also issue
a delivery order. This document contains instructions for delivery of the goods to final destination
and specifies which trucking company is to pick up and deliver the goods. We give this document
to the trucker and help resolve any problems or delays in the release of the shipment. If Customs
orders an examination, our traffic department will coordinate the exam with the trucker and Customs.
Throughout this import process, a huge amount of data processing takes place. Customs has invested hundreds of millions of dollars in its computer system, and our industry has invested proportionate amounts. We maintain a large, sophisticated computer system, with a broad range of
reference materials on line and in print. This virtual library, with qualified personnel representing
hundreds of years of experience, helps us provide necessary services.

The Export Process
It can be said that the export process is the reverse of the import process, but it is not that simple.
Handling an export shipment also involves booking of space on the exporting vessel and negotiating the rate. In addition, there will be coordination of delivery at specific times dictated by the carrier. There will also be documents required, in many cases in voluminous amounts, to satisfy
banks or consulates and Customs and other government agencies.

-33-

Booking the freight
Export shipments begin life as a series of quotations. Our client-the seller-offers to sell his
products to a foreign buyer for a certain amount. If the buyer is interested, he will ask for a quotation to include the cost of the goods and the freight necessary to deliver them to him. Our client
then asks us to give him a quotation for the freight, whereupon we contact the companies offering
service to that area. We find out about sailing schedules, transit times and freight costs and present our client with some options. The client then provides a quotation for the goods to the buyer.
Once our client has consummated the sale of product to a foreign purchaser, we will book space on
a vessel, conforming to the terms of sale and the quotation we have previously provided.

Delivery to exporting carrier
Once our client has produced or located the goods he is selling, we issue a delivery order to a
trucker to pick them up and deliver them to the exporting carrier. Steamship companies have certain periods during which they will accept delivery of export freight and we coordinate this with the
trucker. In some cases, freight must be delivered in advance of the receiving dates, resulting in
storage charges. Customs will insist on examining certain types of cargo prior to export, such as
used automobiles, so we assist when necessary.

Preparation of export documents
We prepare the export dec~ation covering the goods, including any license information required.
If the shipment is going to a country that requires legalization of documents by its consulate, we
arrange this. If the shipment is covered by a bank letter of credit, we prepare the documents called
for in the LIC according to the terms of the credit. We then submit the documents with banking
papers so our client can collect payment for the merchandise. The bank, after determining that the
documents are in order, will arrange for payment to our client and send the documents to the
buyer's bank, for conveyance to the buyer after payment.
Filing of export declarations is now being performed electronically. Customs is developing an
electronic export entry that will enhance trade statistics for the Bureau of Census as well as its
ability to enforce licensing requirements.
I hope this very brief summary helps you and I will be happy to try answering any questions you
may have. Thank you for the opportunity to speak to you.
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Roles of Customs Brokers & Freight Forwarders
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Freight travels in and out
Securing best freight deals for clients
• Advising proper procedures for
Customs
• Classification and duty
• Value appraisement
• Adherence to regulations
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-35-
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Roles of Customs Brokers & Freight Forwarders

,: m,:r::,';;&itii. Customs administers laws of a dozen
:_. other regulatory agencies
• FDA, USDA, FCC, EPA, F&W, etc.

• Release by these agencies required
prior to release by Customs
• Some are electronic through Customs

"lease from importing carrier
Evidence of ownership required
• Endorsed original bill of lading

Payment of freight charges required
• Release by Customs must be in
carrier's system

John F. Peterson
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Roles of Customs Brokers & Freight Forwarders
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Roles of Customs Brokers & Freight Forwarders

oking the freight
Determination of time available
Locating available space on vessels
· Establishing freight rate
• Price for freight vs. transit time and service
level

<l)elivery to exporting carrier
Instructions given to trucker for pick up
and delivery to dock
Coordination of acceptance dates
• Interim storage if necessary
• Examination of certain cargo by
Customs prior to export

John F. Peterson
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Roles of Customs Brokers & Freight Forwarders

:. reparation of export documents
.. ,. Export declaration filed with Customs
• Verification of licenses if necessary
;: • Electronic filing now taking place

• Consular documentation
• Required by many countries

• Banking documentation
• To satisfy letter of credit for payment

John F. Peterson
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Testimony

Mr. Chairman and Members of the Committee:

Good morning my name is Robert A. Clark, II, and I am Director of Terminal
Services for American President Lines ("APL") in San Pedro, California.
Headquartered in Oakland, California, APL provides container transportation
services in North America, Latin America, Mexico, Europe, Asia, and the
Middle East through an intermodal system of ocean, rail, and truck
transportation. APL has evolved to its present status over a century and a half
of dramatic development, beginning with its predecessor the Pacific Mail
Steamship Company, which ran the first shipping line between Panama and
California in 1849. As Director of Terminal Services, I am responsible for the
daily management of the following areas:

•
•
•
•
•
•

Transportation and Drayage
Special Commodities
On and Off-dock Consolidated Freight Stations
Service for terminal specific needs
Terminal clerical support for the Service Center
Relationships/Sales/Contracts for Eagle Marine Services

I am pleased to appear before the Committee today on behalf of APL
to describe our experience as an ocean carrier and terminal operator in the Port
of Los Angeles and to provide our viewpoint on developments in the Los
Angeles/Long Beach harbor area.
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Terminal300

APL and WORLDPORT LA are shaping a new global standard for container port
operations and intermodal transportation with the construction and future
operation of Terminal300. Terminal 300 will be the model for the transportation
industry for years to come. The new facility will serve as APL's southern
gateway for intermodal cargo moving to and from North America, Latin
America, Mexico, Europe, Asia, and the Middle East and throughout Southern
California's market of 14 million people.

Scheduled to open in the first quarter of 1997, the new APL terminal will cover
approximately 231 acres at the Port of Los Angeles, surpassing the size of APL's
existing facility at the Port by more than 100 acres. A 4000 foot long berth
serviced by 12 new generation post Panamax-Pius cranes, a controlling depth of
50 feet at MLLW, and four berths, will make the new APL terminal the largest
container complex in the United States.

The new terminal will also be home to an Ondock Rail Interchange Station
(ORIS). The ondock facility will be supported by 10 rail mounted gantry cranes
and will be able to accommodate two full doublestack container trains
simultaneously, with adjacent capacity for two additional trains. The ORIS will
offer added flexibility and efficiency to APL and it's customers.

In addition to the above, the trucking community and customers alike will be

..

serviced by a highly efficient gate system .
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Terminal 300 continued

The new APL terminal is being constructed under the premise of continuous
improvement under the partnership of APL and WORLDPORT LA When
completed, the APL terminal is expected to provide an unmatched level of
customer service excellence across the United States.

AB2704 (Bowler)

As a publicly held company one of APL's goals is to provide a 15 percent
return on investment to satisfy our shareholders and to allow for the continued
borrowing of moneys. If we do not offer value to investors then we will not be
able to undertake future capital acquisitions such as new terminals, new ships,
new containers, and other equipment required to run our business.

As you know, if AB2704 becomes law, it would mandate_terminals in the port of
Los Angeles and Long Beach to be open from (0600 - 1800) seven days a week.
Although we understand the intentions of AB2704 our gate hours are determined
by the market place. APL's operating philosophy is to offer the highest possible
service to our customers while maintaining the lowest possible operating cost.
At Berth 121/126 in San Pedro APL manages a fully wheeled container
operation which provides for an extremely efficient gate and terminal that allows
truckers to enter, make their transaction, and depart in 30 minutes or less. Our
terminal and gate is open continuously 7 days per week from (0800 1700) and
at least 5 nights per week from (1800- 2200 & 2300- 0300). There are many
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AB2704 (Bowler) continued

occasions when we operate a hoot gate from (0300 - 0800), thus providing
service for at least 23 hours per day. As a general rule we are not open on
Wednesday and Thursday evenings due to our vessel schedules.

AB3253 (Napolitano)

AB3253 would require the Ports of Los Angeles and Long Beach to jointly study
the development and operations of the Port and develop recommendati.ons that
maximize efficiency and cost effectiveness, minimize duplications of facilities
and services, and result in a joint strategic plan that enhances competitiveness.
This could be seen as a first step toward a merger of the two ports into a
regional state port authority, which could have perceived benefits in savings of
costs of management. As you know, the Cities of Los Angeles and Long Beach
manage and operate the ports on lands granted to the cities in trust. Therefore,
both ports are held accountable to their respective cities as land grant trustees
to the State Lands Commission. First, one must recognize the unusual
cooperative working relationship that already exists between the two Ports and
second if the establishment of a regional port authority is the goal then:
a) It must be better than the current status quo.
and
b) It must properly facilitate trade through the greater Los Angeles area.
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AB3253 (Napolitano) continued

Competition is healthy and APL believes that the current level of updating of the
ports including terminals, channel dredging, infrastructure improvements,
environmental mitigation planning, cargo forecasting, and a vessel traffic
information system is proof that our current system is proactive and responds to
the needs of it's customers. As a major customer in the process I would like to
point to our new facility that is being constructed under the partnership of APL
and WORLDPORT LA. A commercial response to the marketplace is the
keenest means to continued efficiency and sound future development.

Regulatory improvements benefit customers

In contrast to the additional regulatory burdens caused by AB2704 and AB3253
the Federal Government is allowing industry to respond to market conditions and
our customer base through deregulation. There is a good bit of uncertainty and
even apprehension associated with the pending deregulation of the maritime
sector. I would like to share my belief that here, too, change is being driven by
the customer and will result in substantive benefits.

It is likely that Congress will pass a bill reforming the Shipping Act of 1984 in the
future. The net result should be changes in rate making and tariff filing
practices that will allow individual ocean carriers to work more directly with their
customers and to provide the tailored products and solutions our customers
need.
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Regulatory improvements benefit customers continued

At the same time, I believe we will see a continued and appropriate role for an
independent U.S. agency to monitor and enforce fair business practices, and to
take action against non-tariff barriers to U.S. shipping lines overseas that restrict
our ability to expand our intermodal operations.

APL supports these changes in combination with continued anti-trust exemption
for ocean carriers. This latter measure is essential to harmonize ocean shipping
practices in the U.S. trades with the conventions of every other major trading
nation, and to ensure a continuation of the· types of investments U.S. companies
have made in the intermodal infrastructure of this country.

As we are approaching significant deregulation in the maritime sector, we have
already seen profound changes in domestic surface transportation. On
January 6, 1996 the Interstate Commerce Commission, the oldest regulatory
agency in the United States, was restructured into the Surface Transportation
Board. The impact of this landmark event was to eliminate virtually all rail and
motor carrier rate regulation and tariff filing requirements, while transferring
certain safety and consumer protection responsibilities to the departments of
Transportation and Justice. This action completes the trend toward deregulation
launched more than 15 years ago with the Motor Carrier Act of 1980 and its rail
companion, the Staggers Act.

APL's experience with deregulation in the domestic sector, and the intensive
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Regulatory improvements benefit customers continued

dialogue we have initiated with our customers since Congress began
deliberating the Shipping Act reform, convinces us that further relaxation of the
antiquated regulations affecting the intermodal industry offers the same
opportunities to deliver new and better products to our customers as do new
alliances and new technologies. Deregulation will promote innovation, and we
pride ourselves on our innovation.

Conclusion

In closing, I believe that the ports of Los Angeles and Long Seach as well as
their tenants are posturing themselves for future successes. The relationship
between industry and the ports has proven to be a most valuable asset to the
ports of Los Angeles and Long Beach, the area's maritime industry, and the
waterfront business community, capturing the "partnership spirit" that today
makes our port complex one of the safest and most successful in the world.
A commercial response to market conditions is the keenest means to continued
efficiency and sound future development. This concludes my remarks to the
Select Committee on California Ports. Thank you for the opportunity to speak to
you today and I will be pleased to answer any questions you may have.

-48-

The following was transcribed from a tape of Mr. Wargo's
testimony.
REMARKS BY MR. BRUCE WARGO
VICE PRESIDENT, STEVEDORING SERVICES OF AMERICA
ASSEMBLY SELECT COMMITTEE ON CALIFORNIA PORTS
FRIDAY, JUNE 21, 1996

Good morning. My name is Bruce Wargo and I'd like to thank you
for inviting me here today to talk about our company and what we
do.
I've been with my company, Stevedoring Services of America
for twenty-one years.
I've had varied positions from basic
counter clerk to general manager of our largest terminals and I
feel that those experiences certainly qualify me to come here
today and speak to you.
Stevedoring Services is an international transportation company
with over ninety years of experience. We specialize in marine
terminal operations, stevedoring, and rail yard operations. The
stevedore company is the body who contracts with labor and
steamship lines to load and unload their cargo. The terminal
operator affects the delivery and receipt of those cargoes.
SSA has -grown to be the largest marine terminal operator and
stevedore company in the United States. SSA and its subsidiaries
have marine operations throughout the U.S. west coast with over 3
million man hours alone in Southern California, the South
Atlantic States and the Gulf area. We operate thirty-five rail
facilities across fifteen states. We have operations in Mexico,
New Zealand, South Africa, Thailand, Vietnam, India, and Panama.
We actually operate eleven marine container terminals which
handle approximately three and a half million TEU's a year.
We've been very successful in contracting steamship lines as
customers by providing outstanding service to all shipping lines
equally. Some of those services include automated gate systems,
automated availability systems, vessel planning systems, fully
automated container decking systems, on-dock rail planning,
chassy pool programs, equipment maintenance programs. We
participated in custom-design terminal operations, safety
programs, trucker I.D. systems, equipment purchasing and outsourcing, reefer cargo handling, and training programs. These
terminals are located in Seattle, Portland, Oakland, San
Francisco, Long Beach, Worldport L.A., Houston, and Mexico.
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With regard to break bulk operations, we operate in over 120
ports throughout the world, and we handle all types of cargo.
Last year, we handled approximately 50 million tons of combined
bulk, break bulk, and fruit cargos alone.
With regard to intermodal rail operations, we have two on-dock
rail facilities that we operate today. One at terminal 18 in the
port of Seattle, and one at Pacific Container Terminal here in
Long Beach. And SSA, through a subsidiary of Pacific Rail
Services operates thirty-five rail ramps for ten different
railroads with a total annual lift exceeding 4 million lifts a
year.
Our management is located in Seattle, Washington, with our
regional offices in Portland, Oakland, Long Beach, in California,
Savannah, Georgia; Mobile, Alabama; Durbin, South Africa;
Bangkok, Thailand; Auckland, New Zealand; and Colon, Panama. Our
senior management team meets re~larly to review all of our
operations and plan our future direction.
Regarding the current situation in the ports of Long Beach and
Los Angeles, we approach our business and marine terminal
management with the same motivation: to understand and conform to
the requirements of our customers o~r work processes with the
most efficient methods in our business. This is actually our
company's quality statement and because our company is a
business, like other marine terminal operators, we have to offer
competitive rates and services to keep our customers. We, as
most operators do, approach this through our efficient work
practices, extensive new technology, and business-like management
to the daily operation.
I noticed in this morning's Journal of Commerce a headline on an
article that was about how the waterfront business in Long Beach
and Los Angeles ports has grown in spite of being 170-200% more
expensive than in other ports in the Pacific Northwest. This is
mostly due to high land costs and labor costs, but these same
high costs have forced us all to be very competitive and very
efficient in our services.
If they weren't, our customers and
cargo could find alternatives as mentioned by the previous
presenters.
Besides directly operationally involved, we also are involved in
the community. We participate in groups like the Pacific
Maritime Association, the Steamship Association of Southern
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California, the Propeller Club of the United States, and the
Greater Los Angeles World Trade Association.
It has been our observation that the cargo volumes in the San
Pedro Bay complex have been growing at annual double-digit
increases. This, combined with the larger and larger ships that
are being built tells us that we have to provide and plan now for
more efficient and larger terminal operations, and this we're
doing. We're going to do this through newer computer systems,
electronic data links to our customers, innovative work schemes,
and more capital investment.
We continue to plan for the future here in these ports. · We're
going to have. a presence in the San Pedro Bay Port Complex to
continue to offer this independent alternative to steamship
carriers who c~n benefit from our experience and our commitment
to providing superior and ~fficient services.
This concludes my remarks.

Thank you very much.
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Remarks by Harry Wilkes
California Cartage Company
June 21, 1996

Good Morning Assemblyman Kuykendall, distinguished Committee Members, and guests.

I appreciate the opportunity of giving some remarks about my company and the truck
transportation industry I'm a part of. The significance of truck transportation in the Harbors is
now and will continue to be very important into the 21st century. The Harbors are in a state of
massive change with the ongoing

A~ameda

Corridor Project and the advent of

on-~ock

rail

loading. Both projects will significantly reduce the amount of truck~transported vehicles on the
roads and highways. However, completion and implementation of these projects will not signal
the

demis~

of the container transporter. There will still be a great need for drayage to the

consumers of the Greater Los Angeles Metropolitan Area as well

~s

those other areas not

efficiently served by rail transport. Truck transportation of containers will still be working
alongside these projects.

Cal Cartage hauls great amounts of export-bound cotton, fruits, nuts, and

v~getables

from the

San Joaquin and Imperial Valleys, fresh and frozen. We haul containers with minerals and ores,
mined in California and bound for the export market. The numbers of containers and scope of
products manufactured in the Southwest is staggering and will increase considerably in the next
century.
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Some of the largest distribution centers in the country are popping up in the Inland Empire and
other points in Central California. It is truck container transport that will feed those centers, who
in turn will feed the retail industry with Pacific Rim products. There are huge amounts of
containers of retail merchandise going to Ontario, Cucamonga, Phoenix, Las Vegas, and
Porterville. Go into any retail store, from a greeting cards to fast food to videos. There isn't a
physical product in any of those stores that hasn't been delivered by a truck somewhere in the
transportation process. The market is there for the trucking company that can keep up with the
progress and adapt to change.

Trucking companies don't start up because some corporate entity decided to establish a fleet.
Most often it is the entrepreneurial or pioneer spirit of an_ individual or two who think they can
provide a service where its not currently provided. That is how Cal Cartage was formed in 1944.
Neil Curry had some money and a lot of spirit, Cliff Bailey had the background and expertise.
Neil eventually became President of the American Trucking Association. They bought a few
military surplus vehicles and started to service the aircraft parts industry. In the 40's and SO's,
less-than-truckload deliveries and full truckload deliveries were the direction. In the 60's, the
company branched into warehousing and started to service the Harbors, picking up and
delivering breakbulk cargoes. With the advent of containerization, we fought hard-all the way
to the U.S. Supreme Court, for the right to load and unload containers at an off-dock location.
We established, and still operate, a 30 acre Container Freight Station in the Port of Los Angeles.
On the site, we operate Foreign Trade Zone 202-la. We now operate five different truck lines,
each with its own niche of operational direction and core business.

We operate seven

warehouses throughout the state with over a million square feet of total space. We have changed
and evolved. Our regular customer base includes Fortune 500 companies such asK-Mart, WaiMart, U.S. Borax, Toys R-Us, Alcoa, and AMC.
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With a customer base like that, change and demand are constant. It is constant in the industry as
well. There is a continuous squeeze on the supply chain. The demand for information by
receivers and shippers is continuous. We now employ trunked radio systems in most of the
trucks. For cargo security and tracking, we have global positioning devices in many of our
loads. We routinely receive manifest downloads from our vendors via EDI, and conversely, are
required to upload up-to-the-minute delivery receipt information. It won't be too long before
container and other truckload carriers interactively supply tracking and delivery receipt
information to mainframes similar to the way UPS and Federal Express do it now. The supply
chain is so tight, that steamship companies, shippers, and brokers are allowed to sign into our
computer system and access cargo status information interactively. We are continuing to change
and adapt. It is a constant in the equation for survival and continuation in this industry.

Thank You
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INTERNATIONAL LONGSHOREMEN'S AND WAREHOUSEMEN'S UNION
A PROFILE

Brief History

The International Longshoremen's and
Warehousemen's Union (ILWU) was formed as a result of the
11
Big Strike 11 of 1934 under the leadership of Harry
Bridges. The 11 Strike 11 was not about wages. It was a
frustrated attempt by workers to ·eliminate the old 11 Fink
Hall 11 with its notorious shape-up and replace it with a
union controlled hiring hall that would provide them with
equal work opportunity. The Union also sought the right
to collectively barga1n with its employer. Worker demands
were won, the strike was over and longshoremen returned to
work.
Function · of the ILWU

Basically the ILWU supplies the labor force for
the maritime industry. In most cases all cargo ·that moves
across Pacific Coast docks is handled by the ILWU. We
work under a coastwise contract jointly agreed to by the
ILWU and the Pacific Maritime Association.
Division of Labor

Work in the Ports of San Pedro Bay is divided
among three longshore locals.
Local 13 -

11

Longshorepersons 11

-

3000 members

Members of this local move cargo either by muscle
or machine.
Some work categories include:
1.
crane operator
2.
UTR driver
3.
lasher
4. porter
5.
wench operator
6 . mechanic
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Local 63 - "Marine Clerks" - 900 members
These workers expedite the movement of cargo
mainly by use of computers.
Some work categories include:
1. supercargo
2. floor runner
3. hatch clerk
4. planner
5. spotter

Local 94 - "Foremen" - 300 members
This local supplies the foremen. They supervise
the work and safety activities of Local 13 workers.
Some work categories include:
1. ship boss
2. hatch boss
3. lashing boss
4. dock boss
Local 68 - "Port Pilots"
This is the newest addition to the ILWU.
Port
Pilots have the responsibility of guiding ships in and out
of San Pedro Bay.
ILWU Work Schedules (shifts)

The Union by contrast supplies three work shifts.
1.
2.
3.

8:00 a.m. - 5:00 p.m. - Day Shift
6:00p.m. - 3:00 a.m. - Night Shift
3:00a.m. - 8:00 a.m. -Hoot Owl Shift

Extended shifts for sailing a vessel or flex starts
for yard and terminal gate operations gives flexibility to
these work schedules.
ILWU Work Schedule (days worked)

The ILWU supplies waterfront workers 365 days a year.
Passenger ships, perishable and military cargo are always
worked even on Bloody Thursday. The ports are usually
closed on most major holidays.
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Goals of the ILWU

The ILWU seeks to work in a cooperative and harmonious
partnership with its employers and the ports.
Accomplishing this goal will directly benefit all parties
concerned, especially port customers who supply the ports
with their revenue, profit for the shipper and wages for
longshore workers.
Post Conference Questions

Should you have questions following this conference,
please feel free to call me at your convenience Domenick Miretti (310) 830-1963.
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The following was transcribed from a tape of Mr. Stapleton's
testimony.
REMARKS BY MR. ANTHONY J. STAPLETON
DIRECTOR, INTERNATIONAL BUSINESS DEVELOPMENT
BURLINGTON NORTHERN SANTA FE RAILWAY
ASSEMBLY SELECT COMMITTEE ON CALIFORNIA PORTS
FRIDAY, JUNE 21, 1996
Thank you, Chairman Kuykendall and members of the Select
Committee on California Ports. Ladies and Gentlemen:
Thank you for the opportunity to be here.
I'm Tony Stapleton,
Director of International Development and Marketing for the
Burlington Northern Santa Fe Railway.
I must have a disclaimer
up front.
I represent the Burlington Northern Santa Fe Railway,
and do not in any way, shape, or form speak for any of the other
two major Class One railroads in Southern California.
I'll have
some brief statements, not in-depth, but just to give you some
flavor for how we interface with ·the ports and the international
trade business.
To give you some background on railroad e~ployrnent might give you
some eye-opening information.
In 1944 the American railroads
employed 1.7 million people.
In 1984 the American railroads
employed 323,000 people.
In 1994, by the last statistics I have,
the American rails employed 192,000 people. So the nature of our
business has changed dramatically, due both to the type of cargo
that we handle and the efficiencies of the rail operation.
The Burlington Northern Santa Fe Railway is about 31,000 miles of
rail track in the United States.
In twenty-seven states in this
country and two Canadian provinces we employ about 45,000 people.
This year our system will spend, in capital expenditures, $1.9
billion. We will probably spend that much next year and the year
after to improve the total infrastructure of the rail operation.
There are about fifty-five miles of double track that will be
installed and the acquisition of 154 new locomotives.
Capital
expenditures and facilities here in Southern California alone, at
Hobart, our Los Angeles facility, we'll spend $91.6 million
improving it, to make it more efficient to handle in excess of
one million containers and trailers per year. On Monday we
dedicated our new, improved facility in San Bernardino which is a
$30 million expansion. We spend about $80 million _upgrading the
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main line between Fullerton and San Bernardino. That's just some
of the things we're doing because we believe the growth of
intermodal business and business in Southern California will be
tremendous and we have to be prepared to meet the challenge and
handle that efficiently.
Here at our local Los Angeles facility we handle an average of
about twenty trains a day, day in and day out. About 40 percent
of the business on those trains are international.
This is a
traffic that Harry's company [California Cartage Company] and
other companies bring up to our facility for movement, which will
continue even with the great growth of on-dock rail. We handle a
substantial number of trains out of Souther California on-dock
operations, and that will grow as the facilities grow.
But they
are going to grow to meet the increased needs of the steamship
lines.
In 1980 the world fleet of container vessels was 750 and
those were relatively small container vessels.
By the end of
1997, with the new container vessels being built there will be
2000 container vessels in the world service.
Those will ' be
larger vessels, for a substantial growth in the capacity of
containers that can be handled.
If you took the number of containers that are handled through the
Southern California ports last year that moved in a mode of rail
transportation and laid them end to end they would stretch from
Los Angeles to Chicago, back to Los Angeles, back to Chicago, and
halfway back to Los Angeles again.
To give you some flavor for
the volume of containers that move through Southern California
that are just related to international rail transportation: if
you equated the total number of TEU's that move through a month,
it would equate to about 420 trains of twenty-one double stacked
cars per month moving in rail transportation. All the containers
do not move in full trains of just international traffic.
They
are dispersed amongst other trains.
With the ports on-dock, the development in what the ports
indicated earlier that they are doing, is being done to enhance
the business capabilities of Southern California. You've asked
repeatedly, and it's a good point, what would cause the steamship
lines basically to move their cargo from Southern California to
other ports.
It's their perception of the ability of the ports
and th~ port infrastructure including the truck and the rail
transportation to efficiently handle the movement of their goods-and efficiently means in a time-sensitive way.
There cannot be
substantial delays because you're tying up capital dollars and
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that's what the bottom line of income's all about.
If world
trade is the life blood of the growth of industries in the United
States in pusiness, then the transportation arteries must be kept
clear and efficient for us all to grow and to be able to increase
the efficiencies of production of United States' companies.
If
you have any questions I'd be glad to answer them.
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